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Moody's: Frontier's ratings on review for possible upgrade; Verizon ~ NW, North and WV on review for
possible downgrade

New York, May 13, .2009 -~ Moody's Investors Service has placed the debt ratings of Frontier
Communications CorporatIon ("Frontier") on review for possible upgrade, foHowing the announcement that It
plans to merge with a company te be spun out of Verizon Communlcations' northem and westem operaUons
(VZw$pinco) In a reverse Morrls Trust transaction, valued atS8.6blllion jncash and stoel<:, where by VerJzon
shareholders will own between 66% .and 71 % of the post~merger entity. However, Moody's belleves the
change of control provisions 10 Frontier's debt are unlikely to be triggered and Moody's expects the existing
Frontier debt to stay in place,

As part of the transaction; VZ~Spinco wm issue approx[mately $3 binion of new debt. while it is anticipated
that $250 mimon ofexisting debt at the Verizon entities to. be acquired wiH remarn in place post-merger.
although the amount may be up to $425 mmlon, depending on the final timing of the merger dosing. As a
result Moody's has alscplaced the A3senJor unsecured debt ratings of Verizon ~Northwest,North; and West
Virginia on review Eo!' a pOssible downgrade, as it [$ unlikely that the post-merger entity wi!! be rated at that
level.

The ratings actions incude:

On Reviewior Possible Dovmgrade:

..issuer: Verizon North Inc.

... ;Senior Unsecured Regular BondJDebenture. currently A3

.Jssuer. Verizon Northwest Inc.

.. _.Senior Unsecured Regu!ar Bond/Debenture, currenUy A3

..!ssuer: Verfzon West Virginia, Inc.

....Senior Unsecured Regular Bond!Debenture, currently A3

On Review for Possible Upgrade:

..Issuer: Frontier Communications Corporation

....Corporate.Family Rating, currently Ba2

....Probability of Default Rating, currently Ba2

....Senlor Unsecured Bank Credit Facility, currently Ba2 LGD4-53%

.... Senlor Unsecured Regular Bond/Debenture, currently Sa2 LGD4-53%

....Senior Unsecured Shelf, currently (P)Ba2

Outlook Actions:

.. Issuer:. Frontier Communications Corporation

....Outlook, Changed To Rating Under Review From Stable

.Jssuer: Verizon North [nco



.. "Outlook, Changed To Rating Under RevJs\v From Negative

.. fssu:er: Vedzon Northwes.t Inc.

,.,.Outlook, Changed To Rating Under Review From Negative

.Jssuer: Verizon West Virginia,lnc.

....Outlook, Changed To Rating Under Review From Negative

FrontJerexpects togenerate significant expense savlngs from the merger, fnittally estirnatedat about $500
million annuaUy~ Non-recurr1ng integration costs will llkely be lnthe $200 milHon ran.ge, While the company is
likely to ramp up capita! expenditures during the first years of integration [n order t()increase VZ,,:Spinco
properties' hfghspeed data addressabiifty; Fr-ontier'scurrent high speed data availability is approximately
90%. The merger wfU produce a company with operattons1n 27 states serving over 7 million access lines;
The increase in scale is expected to bolster Frontier's overall competitive position and increase operational
and capitatefficiendes, especially those related to. network modernization and new product development.
However, the cballenge to Frontier of integrailng a company more thant\vice its size: is Substantia! and will be
an additional and significant focus of Moody's review of the ratings.

Frontier believes thatth-e operating systems transitlon in this situation will be easier than in some recent
Verizon asset sales, as only the West Virginia operations, which represent about 13% of theVZ-Spinco lines,
will require a systems conversion at closing. For the remarning lines, VZ~Sprnco will be operating under
independent management and operating systems prior to the merger effectiveness and wm not require a
Hmed cutover, which is expec'ted to .materially reduce the transition issues that other carriers have
experienced,

The transaction is expec~ed to· result tn significantdeleveraging at Frontie".ls()ding to a potentiarly improved
credit profiiEL The combined pro fonna 2008 DebtiEBITDA would be 2.6x. whi!eits dividend would be: Cllt bv
25% due to a S025 annual per share dividend reduetioneffective after dosing ofthe transaction. Frontier'
has stated its intent to achieve investment grade f~nancial me-tries following the merger. Maady's wlH assess
management's commitment and abilhy to· maintain an investment grade credit profile for the combined
company In Hght of the intense competiHvechallenges confronting the sector and the resulting pressures to
achieve the targeted cost savi ngs.

Before the transact[on can close, numerouS regulatory approva[s, including those of several state Public
Utmty Commissions, are required. Conditions that may be-imposed by some ofthese states' regulatory
authorities could have· a·material impact on the combined entities' future operating performance and financial
profIJo,lnaddition, the Obama administration ar.dFeder0! Communication CommissIDFi could potentiaHy p1jt
forth comprehensive reforms of ~nterca(fie(compensation and universal service rules.· Changes to the current
structure of these and other fegu!atory frameworks coutd also have an impact on the combined company's
future operating andfinandal performance and will also·be a focus of Moody's review.

Moody's most recent rating action for FronHer was on Aprii 3, 2009, at which time Moodys assigned a Ba2
rating to the company's new note fssuance.

Moody's most'recenrrating action for Verizon- Northwest, North, and West VirgjnfaFrontier was on October
28,2008, at which time Moody's confirmed the.!S5UerS' A3 senior unsecured rating and placed a negative
outlook on the debt ratings.

The principai methodoJogy·used in rating Fromier and Verizon - w2isMoody's.Globa! TelecommunkattOriS
lndustry rating methodology. which can be found atw\NW.moodys"comin the Credit Policy & Methodologies
directory, in the Ratings Methodologies sub-directory·(Oecember 2007, document#106465). Other
methodologies and ractors that may have been considered in the process of rating these rssuerscan also be
found in the Credit Policy &.Methodologies directory.

Pro-forma for the transaction, Frontier; headquartered in Stamford,CT, will become the fifth largest wireline
telecommunications company in the US, serving over 7 million access Hnes In primarHy rural areas and small­
and medium-sized cities. VerfzonCommunlcations is headquartered in Basking Ridge, NJ~
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE,INC,'S (MIS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEST·L1KE
SECURITIES, MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABiliTY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNOERSTANOING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,
OR SALE.
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